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. Growth of the

_1 Consumer Service Market

' THE atrong rise in personal consumption expenditures for
services in the firat quarter of this year extended an uptrend
which has been unmberrupted for 18 years. Since 1845

* this sdvance, m sdditton to being both persistent and pro-
pounced, hag bean notably steady in dollar terms. In % of
the pnst 10 yours the rise irom the previcus year bas heen
within the range {rom just under $5 billion to Just over 5
billion; in 1949 it came to ¥3)% billion snd in 1954 to 4%
billin, Tnasmuch as the level of service enditures in-
eroazed from 340 billion in 1945 to 591 billion in 1955, rather

- constant dollar increnses bave mesnt thab in percentage
terms the rate of advance wos larger during the immediate
postwar yours than in the more recent period.

With services accounting for over one-third of total f1;'-?.1'-
zonal consumption sxpenditures and nearly sne-fourth of the
entirs gross national produet, their regular sdvance has been
a major force tending toward sgable growth in the value of

. the Netion's output. This artiole grgnusm some of the
factors underlying the frend of expenditurer for services,
end points out the sectors of the economy mainly affected.

INFLUENCE OF INCOME AND PRICE
MOVEMENTS

The postwar advance of service expenditures has boen part
of the broad expansion of total spending and income which
has characterized the period. However, during these years
dollay expenditures for services have risen more steadily,
and over the period a3 a whole much more sharply, than
sither disposable personsl ineome or consumer sxpenditures
for commodities. From 1947—when production of durable
goods hnd substantially recovered from wartime restric-
fions—to 1855 the service total ineressed by 78 percent.
This compares with a 59 nt incresse m disposable
income, and was nearly double the 42 percent incraase in
epetiding for sommoditics,

These Enats do not, however, warrant either the assumption
of & long-term upward trend in spending for services relative
to dispozable personal income or to spendiog for commodities,
or of more than a short-run, and quite limited, independence
of service expenditurez to changes in dispesabls incume.
The following cousiderations bear upon this conclusion,

Services below prewar income proportion

Iz no poatwar yenr was the ratio of persenal consumption
expenditures for services to disposable personal incoms as
kigh ae in any year of the prewar period from 1929 through
1940. Thae proportion of almoat 34 percent in 1954 and 1955,
highest of the postway period, waa etill well below the 386
pereent of 1929. Among the major groups of consimer ax-
penditures shown in the usual classification by type of ex-
penditure, service expenditures (summerized in table 1}
comprised o higher proportion of dispozable income in 1855
than in 1929 only for houschold operation, medical care, and
private education. Comparison of the services with total
pearaonal consumption expenditures, rather than disposable
income, yields similer resulta; from 1329 to 1055 services de-
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chned from 40.6 percent of total consumption expendiiures
to 36.1 percent.

Prices of commodities droppad more then those of servicm
i the emly thirties and ross much more from then until
shortly after the war, at which timae they wars substantially
higher, relative to 1329, than service prices. TVferences in
thess price movements are much less pronoimced safter 1433
when the contparison is made between commodities and
services eschading housing.

The gap betwoeen servica and commaodity prices, as well as
that between housing and other service prices, has narrowed
in the postwar pesilgg. The coat of housing services climbed
36 percent betweon 1947 and 1955, the price of other servieas
28 parcent, and commodity prices 12 peroené,  Despive these
changes, the composite implictt prico mdex for services in
1955 still stood only 48 percont ¢ 1929—but 84 percent
it housing & excluded—as compored with 62 percent for
cornmodities.

When the expenditures dats are adjusted for changes in
prices, variations in the division of conspmer spending be-
tween commodities and sarvinss ns o whele ara not marked,
gither as between 1929 and recent levels or within the post-
war m‘iufl. E'E‘T‘i"'.:li}@ cg;:;titut-ed} t.hel gglgne Eerg&g.t. sﬁghreiul
sprendi ressed in 1 lees) In and 1954, slicht
less mﬁﬂ;;? Thue the ﬂﬂ%’r]lWB.I‘d ghify from 1229 in r.hsra
curtent dollar sxpenditure pattern results from differential

Tiee movements 4 betwesn commodities and services.

ithin the postwor period the incresse in service expendi-

trres as compared with commoditica is also much dampened
when both ara ezsed in congtant prices.

Bental rates, which during the thirties had declined more
and recoversd less thon other prices, were held in theck by
war and esrly posiwar controls; although tm:ivl have since
zisen more than consumer prices genarall ey still are
rolatively low in cornparizon with 1920, For thi= reason,
postwar expenditures for houosing, thovgh rising rapidly
sinte the war in both current and constont dellar terms,
etill eompries 8 decidedly lower proportion of total current-
dollar expenditures than in 1928; measured in constant
dollars, however, the proportion is higher. The lotter fact
reflects the improved averngs quality, as well as the inerensed
oumber, of dwelting units. In the past 2 Jl;eurs the advance
1n rental rates, thowgh contipuing, hes been much mere
modernts than in the earlier postwar years, while tho increase
in “resl” housing services has acceleraied with the large
volume of new housing entering into the housing stoel.

It bouesing is exeluded from the service totalz, the relation-
ship of expenditures for services to total expenditures is
changed in both current and oconstant dollars, In cemrent
dellars, exclusion of housing reduces the drop in the impor-
tance of service outlays between 1929 and 1955; it was from
26 percsni to 24 parcent of totol consumpiion. The latier
mgm‘ti.on hod rizen from a low of less than 22 percent in

Indecd, when 2 rsusonsble adjustments to improve com-

sbility from this standpeint are made in tha conswmption
%ﬂﬂfﬂm delation of alecholie beverages, which were
egal in 1929, and of broke charges nnd intarest which,
az a result of heavy trading, large borrowing on securities,
and high interest retos, rea.cfva-d in 1929 an amount not since
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approached—the remaining service expenditures other than
rent were about the same proportion of the remaining con-
sumption ss in 1820 even in cirent-dollsr terms.

TFrom 1921 to 1955 the real volume of services otherr than

housing, expressed in 31947 prices, declined in relation to total
corsamer parcheses about sz much as the current dollar

endifures—f{rom 25 percent to 22 percent. This constant-
dollar ratio bas, however, shown o rather notable stability
in Telation o total goods and services ever since 1936, com-
ing, in round numbers, to 22 or 23 percont in ench year except
1941, its low point.

Personal Consurnption Expendituras for
Commodities and Services
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While personsl consumption e:gerndit.ums for services are
relafively reaistant to am& and ebort declinas in di:ﬁouble
ingome, in the major drop from 1920 Lo 1933 tliey fell by as
much as 368 percent, as compared with 45 pareent for com-
modities. In the brief hut sharp 1928 receesion they were
reduced fractionslly. In 1949 and 1954, when year-to-year
incresses in dispesable income were small, the rise in service
expenditures, though substentizl, wos less than in other
postwar years.
In the case of certain servics items there appears to be o
mi.ng responze to income daclines. This may ariss, in
tien to mere specific factors, either bacause commitments
are made in advances which are not readily broken—as in the
case of lerses, or of school or hospital budgets preparad for a
year ahead—or because the service expenditure represents o
relatively small outlay necessary for the comtinued. use of
mgmﬁ-g.tivﬂf costly consumer commoditiss—as iz the casa
of uihiaes,

Postwer advance in part a delayed reaction

Apainst this background the sieep odvaves in dollar
gervice expenditures sines 1947 appewss, in broad terms, as
a glow reaction to the upsweep in incomes and prices from
1941 to 1947, snd to warkime restrictions on residential con-
gumetion, superimposed upon the response io currently
advancing incomes.” In particular, the stesp slope of the rise
reflects a catching-up of the prices of services with those of

Moy Iﬁﬂrﬂrl
commoditiaz,. The strength of the uptrend in service
axpenditures during the postwar operated alse Loward

diminiching the response of servieo axgmditurea to short-
term variations in the ecourse of disposable income. ]
The sharp rise in incomes and mmm::d.llgif prices following
the invagion of South Eorsa tamp get baclk the
movement in the direction of closing the gop between:
gervice sxpenditures and prices, on the one , and dis-
posgble income, commodity prices, and expendifures for
commodities, on the other. More generally, as a result of
the relative stendiness of their postwar advance the propor-
tion of sarvices i tofal comsumption increased markedly in
years when income rose but little; amd increased less or, a5
m 19565, declined when intome rose sharply; the converse, of
W‘ZIBTSB'I ;Eua trula of mmrg:ditias, . b Tens
¥ & n clenr gap I prewhsr experrence, o lesasi ad
represented by 1029, no longer existed in the importance of
SOTViCE itures other than heusing in totsl consymption.
Housing expenditures were still low, but only in current-
doller terms. Thare ig, of course, oo presumption that 1926
gropﬂr’ﬁiq}ns are necessarily indicative of those which may
scoms typiesl in & future situation.

COMFPOSITION OF POSTWAR GROWTH

Ingsmuch as the ate of personel consumption ex-
penditures for services is ﬁe composite of & myriad of differ-
ent categories of expenditure, it would not be surprising if

a near-constancy of ifs yenr-to-year advance since 10456
had resnlted frotn the compensating sffects of irregular
movements in the individua! series.  In considerazble measure
this was, indesd, the case. A% least equally important,
however, has been the sustained upsweep of major sategories
which largely dominate the movement of the total.

Table 2 shows service expenditures, and tha yearly incyease
in expenditures, reclassified to facilitate examination of the
sources of the steady advance in service expenditnres and
the arens of the esonomy upon which they have had an
impact.

Services related to housing and durable goods

Housing alone necounis for one-third of the services total—
nearly $50 billion in 195¢, the most recent date for which
detgiled estimates of personal consmption expenditurss -
required for the derivation of table 2 sre now svailable.
In that year rent payments on tenani-occupied quarters,
including hotel and similar dations, together with
actual monetary ownership sxpenses involving purchases of

oods or services by home owners abeorbed over $17 hillion.

additional $124 billion consisted of property texes

dapresiation, and impuated set rent on uwnmnccupied
dwellings, including farm housea.

Some 34 billion, or 5 percent of all sarvice expenditures,
went for repairs and maintensnee of ronsumer dirables,
including sutomobiles. Payments for electricity, gas, water,
telsphone, and other communications—ertpenses clogal
related to home ocoupancy and, in the cose of alectricity an
g'a.sE‘BI;o te the vse of consumer durables—absorbed neardy
89 bLillion, or one-tenth of the total, ’

In all, one-half of the service expenditures total in 1954
represented housing sarvices expenditures associated
with the operation of houses and consumer durables, Ap
such, their i:'owt-h has been closely related to tha continuous
ingrease of houscholds ond @wallmgm;u?ta, end of consumer
holdngs of durable commeditios. a 143 percent ineranse
from 1945 in these types of empenditures comperes with
incresses of 114 parcont for oll serviees combined and 94
percent for total personal copmumption. Year-to-yeer
Ingreases in this half of the service totel bove varied from 32.3
to $3.3 billion,
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It may be noted that taxes, depreciation, and imputed net

rent on owner-ocoupied homes aceonnied for abont one-

; seventh of both the 1954 sarvices total end the incresss n
the total from 1945 to 1954, .

Services competitive with commodities
In comtrast to these groups, eonsumer itures for
lacal and intercity iransportation fares have been affected
unfavorably by the growing reliosnee of travelars upen suto-

- mohile traneportation. Competition from the use of home
applinnees, by lightening the hurden of household chores,

has boen o retarding factor in the advance of consumer .

L Spending for the care of clothing—especially for commereisl
laundermg  sarvices—and for domesiic ' servents, While
other influences have also been importent—particularly the
limited availability of qualified household help—it is notable
that the postwar ndvance in all 3 of these proups, which in
varving degrees are competitive with rather t]laafn comnile-

Expendiures for Services as a Percent of

Total Personal Consumption Expenditures
Based upon currant and constant {1947]) dollars
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mentary to the use of consumer durebles, has been much
laza thap in consumer axpenditures ns o whola.

. Year-te-yenr changes in these classificetions have been
regular, with some dedines ocourring and  cyclical
influeneces evidant. The 3 topether, however, accounted
1;1:61;5 4-::-1]]_1,r about one-tenth of total service expenditures in

Financial services

In addition to the service gmu];:ls aseocieted with housing
\ ] ga of ¢ urables, 3 large categories—
financial, mstrtutiomnl and profeesional sorvices—awhich
together aceonnt for more than three-tenths of the total
have moved consistently, and strongly, upwerd throughout
the posiwar years.

Among these, the Iargest and, in the postwar period
fastest growing encompasses the costs of providing banlong,
m=urenees, brokerags, and other financial services to indi-
viduals, and of interest paid on consumer debt and brokers’
loans. Tt does mot include morigage inicrost or insurance
on redidences, which are covered by housing expenditures.

A. substnniinl t&aﬂ; of the value of the services in this
%'m iz not matched by egunl dollar outlays by individuale
for the service Bs such but rather representa the costs of
insurance, bsnking, and seving institutions in premiding
finanein]l and related services to individuals,! The opera-
tion of thess insurancs and financial institotions has been
choracterized by rather steady growth in the postwar period.

The ‘insorsnce, lending, and other Hnancial services"
group as 4 whole has risen substontislly in each postwar

ear, with n total advance of 103 percent from 1945 {0 1954,

ear-to.year inereases have varied from $0.6 billion to as
much ss $1.6 billion, with much of the varistion due to the
irregular rise in consumer intersst payments, which incrensed
espacially sharply in 1050 and 1943, as well as in 1955,

Institutions and professions

The current expenditures of private hospitals, schools,
churches, clubg, unions, and social welfars and other inati-
tutions, which in 1954 amounted to $9)% billion or almoest ona-
ninth of the services total, increased by $0.4 to $0.7 billion
a yesr in tha period from 1945 to 1D54—a total of 120
percent over the period.  These institutions are consolidated
with individuels in the personal secior of the national
aceounts; it is their current-acequnt expenses, rather than
their receipts from individuals in the form of vonlributions,
dues, fees, znd ather chm-%?h which snler inte parsonsl
congumption expenditures. ile mainly fnanced hy such
receipts, many of these organizations slse obtain funds from
endowment income, and from contributions by corporations
and governmental units® Floetusiions in their receipts
from individuals snd other sourees are to some extent cush-
ioned by their n,blhtgf—uaun]l}r within rather narrow limits=—
to carry over funds from one yeny to another, and to borrow,

To rivate contributiens to philanthropy i 1954, as
esztimated by F. Everson Andrews of the Russell Sege Foun-
dation, amounted to approximately $5.4 billion—sabous two-
thirds more than in 1845, Rough data suggest that perhaps
half of these contributions go te religious orpanizations and
ene-fifth to one-fourth to welfnre 2gencies. Both of thess
groups are meinly dependent on private giving, gs dis-
tinguished from dues, fess, or other sourees of income upen
which most other types of nonprofit organizations rely

1. So6 MNarfgma? Freome, 199 ¢ILn, PP, 4845 Jot 3 Ocaceipalpn of the trealment of Kt
itz 10 padlope) FRGING AEEOUTILIOE.

& In oddiklon, meipts irgen mler of Hnle aoparawely chorged for, which e clessided o
comTmer CmiteedILy, and rom Topm. rentals ATd DAMB3ODS Lo Gthletk erantd, oo, which
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heavily. Thuu%)h mainly from individusls, sbout 7 percent

of private contrrbutions come from corporations. These rose

from §58 million in 1941 to $400 million in 1054. Approxi-

mately twofifths of contributions received by Comgnunity

ﬁ(ihast-s in 1855 came from corporations and other business
ms.

FPayments for the services of Iswyers, the various independ-
ent curative tﬁ:ufessiona, and veterinmians also increased
regularly in postwar years—somewhat more rapidly in
the imrmedinie postwar peried, when professional persons
wers being reloased from the armed services, than more
Tecently. g]i‘l--:wn 1945 to 1954 expenditures for the services
of independent professionals increased by sbout the sams
percaniags as (otal personal consumption expenditures,

Consurner Expenditures for Utilities
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Other categories

Of ihe 2 remaining sarvice groups, osne—expenditures and
remmittances sbrond-—hoe risen very sharply from o war-
reduced lovel in 1845, while the “other zervices” category
showerd & mych less than average rise of 44 pereont from 1045
to 1854, and half of even thai increase had ocourred by 1047,
This group consists of admissions and chavges for commercial
smusements, and of barber and heavty shop sarvices, hurial
and denth expenses, and & few miscellaneons servics items,

INDUSTRY IMPACT OF SERVICE ADVANCE

Much more than is the eaze with commoditias, the sectors
of the economy mainly affected by the course of gervice
expenditures sre those which deal divecfly with the con-
sumar; that iz te say, the ratie of value addad to Igmss vahe
of preduct is t-};i:inu.ih' high i1 the provision of consumer
setvices. The classification utilized in teble 2 is fairly
apElro riate for identifying these sectors.

t should bé stressed, however, that i few cases do re-
ceipte from eonstnmers yepresent the only source of incorne
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for particular industries; frequently they are not even the
mejor source. For example, lawyers in independent prac-
tice darive about half :uui3 vaberinurians two-thirds of their
gross receipts from business; consumer expenditures represent
only 8 portion of intereity enger fares and, in the case
of the rajlroads, only.a small [raction of totel revenues.

- Arnong the categories of tnble 2, only the repnir and care of .
consumer durables and of clothing and the “other servieas"
comsist sﬂ;leduminﬂ.nﬂy of expenditures ot commerical service
establishments in the narrowest sense, or at retail establish-
ments providing similar services as a eecondary activity
{o. g., watch repair by jew stares), These zroups ac-
-eounted for §13% billion, or 16 peresnt, of total servics ox-
penditures in 195+, Expenditures for thess groups wera 77
Fercent« sbove 1945 and ealy 28 percent shove 1847—much
esg than total consumer spending. While penevally up-
ward, the course of these expenditures was not, moreover,
mora or than that of total consumer spending. [t 1s
notaworthy that national income originating in the industries
most affected—personsal services, motion picires, and other
smusements—has rizen less proportionately singe 1945 than
in the prirute ceconomy as o whole; the same is tree of
employment. -

eversl of the important groupings of table 2—utilities and
communications; insurance, lending, ete.; purchased trans-
portation; and services of independent profezsionals—wers
sel up in accordance with the industry gmuﬁopmviding the
services wnvelved, which are sclf-evident from the titles.
Their postwar trends, which in the first 2 groupa were par-
ticulerly strong, and in the thicd rather weak, have already
been indicated.

Purchases outside usual business channels

cover expenditures which do

The remainimg servics grou
from, domestic business

not represent primarily p
enterprizes of the nsuel types.
The direct impact of rising institutional expendicures,
while involving sizable purchases of goads and services from
business enterprises, was in major part on tha payrolls of
these organizations themselves. From 1045 to 1954 the com-
E&nsutiun of emplnﬁ‘ees of nonprofit organizations increased,
¥ quite steady dollar inerements, soma 161 parceni—much
e private economy as a whole; their employ-
nivalent bams, bad reached
ese getivities has alen been

more thoen in
ent, cum%uted on & full-tima
1.7 million by 1854, Growth of
responsible for sizable investment cutlays; construction,
alone, of private hospitals, sdncational and religious build-
inﬁ, and other jnstitutional structares js currently running
well over $2 billion a year.

Expenditures for domestic scrvice, also affecting employ-
ment and payrells outside the business sector, have risen
relativaly little in the postwar period, The sharp incrensein
pxpenditures and remittancas ahrogd includes fores poid to
United States international air and ship lines, but otherwize
has sffected Avasrican business only indirectly. Develop-
inents in this field will ba reviewed in detedl in hext month's
Sunver.

Of the nearly $30 billion of personal consumption expondi-
tures for housing in 1954, about $27 tillion consisted of the
space rental value (. e, rent less the cost of facilities and
utilities included in vent} of tepani-occupiod and owner-
occupied nonfarm dwellings. The disposition of the com-
parable space rental amount for 1952 meay be compuied
from estimates published in the June 1953 Sunvey, ns follows:
taxes, 21 percent; depreciation, I3 percent; interest, 13
percent; maintenance and repair, 17 percent; insurance and
miecellaneous expenses, 7 percent; aud net rent, 20 percent,
Of the net rent , something over ope-third rapresanted
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monetary iveotne from tenany-occupied bousss and nearly
two-thirds imputed incoma.

) these estimates it is apparsnt that the sharp rise in
personal consumption expenditures for housing wos largely
absorbed in the pross value added to product in the real
estate industry——consirued broadly, as in the mationsl

~inegme Recoumis, to include the operstion of Loth tenant-
occupied and owner-oecupied houses.  Animportsot smount
wont, slong with expenditures for modernisetion and enlarge-
ﬂﬁt’ to swell the “fiz-up” market for bulding supplies and

: r.

SERYICE EXPENDITURES BY TYPE

The remainder of this nrticle dissussss in greater detail
developments in the more important of the servics com-
ponents, The classification of expenditres followed is thot
sumnarized in table 1, and presented in much greater detail
in table 30 of National Freome, 1954 edition, and the July
1955 Sonver.

' Cloching and personal care

Cutlays for clothing services, consisting principally of
cleaning end pressing, laundering, and shoe repair, end for
onsl! cors—services of barber shops, beauty parlers, and
athe—have inereased less than total personal consumption
exﬂg&:dit-urﬂs in the postwar period.

e clepning and pressing item covers alse dyeing, aliers- .

tion, nnd repair garments (including turs} and, like
Iaundering, includes the care of such household arcessories 2s
draperies or linen, While in 1929 outlays for these 2 sarvices
ware shout equal, by 1955 consumer expenditures for elezning
and pressing were about 85 percant greater than for launder-
ing. If allowanee is mads for greater cyclical variability in
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clesning and dyeing during the thirties, it has shown =&
stronger trend than laundering ever zinge 1929; even
g0, snce 1947 the incresse hae been less than in total
cinsumption.

Expapzion in the use of home laumdry equipment, evident
in the thirties and sccentuated in the postwar peried as
gwnership of sutomatic washers and dryers became wide-
spread and home ownership more general, has adversely
affecied the demand for laundering outside the home, To
the limited incrense which has occurred, receipts of seli-

" serviee laundriss have confributed importantly, in rescsni

‘iv‘ears reaching sbout one-seventh of ¢onsumer expendicures
or laundry services; diaper service has also increased. A
gmall but growing share of laundry work is being done by
dry cleaning esteblishmenis, while clenning is becoming mors
important ie & souree of revenue for power laundrics,

erviees of barber shops, beauty parlors and baths have
rizen less minge 1929, and particlarly since 1945, than moss
other services although there is some evidence of Improve-
ment in the last 3 years. The introdvetion and rather
extensive uze of home permanents contributed te the slow
rate of growth in the postwsr period.

On a per capita baals, the growth since 1947 in expendi-
tures for laundgﬁng, barber shop and beauty patlor services,
and shoe r&];:irs hag been loss than the incresse in priess,
indicating that real per capita consumption hss decreased.
The relotive wepkness of consumer expenditures in thiz
ares was aceompenied by an almost continunl decline in
employment in the personal service industry after 1947,

Houstng

Rents, as grwiaualr noted, currently absorl less of each-
doilar spent by constitmers than in 1929, but since 1947 tha
gropnrbmn hoz been risi The advance since 1947 has

¢en oz pronounced i the rental value of owner-ocoupied
homes, f number of owner-occupied homes rose 30
He.ment. from 1947 to 1955, while the number of rental

wellings roge about 23 percent. The quality of the housing
stock was alse improved. During this peried the Burean
of Labor Siatistics index of rental rates increzsed 38 percent.
A detailed review of developments in the field of rent waa
contained in the June 1953 Svrvey.

In addition. te nenfarm housing, personal consumption
expenditures for honsing inelude the rental volee of farm
houses—hoth owner and tenant occupied—and a miscallane-
vus “other” goup composed of hotels, tourist courts, and
clubs, schools, apd institutions. With the number of farm
dwellings declining substantially, the inerease in farm rents
sines 1947, though sizable, has been dess than in the nenfarm
componend.

Consumers' payments for room rentsl at hotels, tourist
oouris, and clubs, schools, and institetions in 1958 were nbout
4 times a6 high as i 1929, with almost mine-tenths of the
increase occwring after 1945, Expoenditures for rooms in
tourist eourts and motels eontiibuted most to this rise, their
advance having been madg possible by & major expansion of
acilities. The rise in the hotel portion of almost 185 percent
sinee 1845 was ocoasioned principally by thé rise in room
_rmmm;;frs of srasonsl hatels from o vary fow lovel of activiey
in a.

The growih in consurner expenditures for roome in hotels
and tourist courts taken alone de not indicate economic
eonditions within she industry. Although most of she room
receipts of seasonal hotels and tourist comrta are recsived from
consumers, this is not the caga in vearsronnd hotels. The
percantage of rooms occupied in year-round hotels declined
persistently (after 1946} but roon receipts rose by ona-half
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over the 1945-55 period, mainly because of rate increases,
Meal and beverage sales account for a large part of total
hotel ssles. In yomrround hotels reccipis from meals and
beverages have shown mueh less prowth than room receipts.

Household operation

Odays for household utilities, including electricity, gas,
water, and telephons service, ewmirently comprise about two-
thirds of household operation services. All exhibit sub-
stantial long-term prowth trends and, in the postwar period,
have risan more than disposzbls income. .

The number of residential telaphones in use inereased
almost 75 percent from 1947 to 1955, while the number of
residential customers for electricity and gas rose 43 and 32
percent, respectively. During this eg&mnsian, the prices of
these servicss as & group rose considersbly less than the
general average of consumeer prices. .

Data collected by the Edizon Eleetric [nstitute show that
more than 120 billion idlowatt hovrs of alectricity ware pur-
chased by residentisl users in 1955, This represents sboui
25 percent of total on sales to ultimate customers by the
industry snd is preater Lyha,n the eomparable figure for sales
to &l classes of customers in 1940, Since 1943 residential
zales have been prowing at o faster rate than sales to other
clesses of custorners—having increazed 321 percent by 1955
compared to 128 percent for sales to all vther customers.
Similarly, revenues from residential sales have grown at a
faster rate then thosa from other salss and in 1955 accountad
for 40 percent of the total. .

The tremendous growih in the use of home eleetrical
applisnces has resulted in increased consumption per
customer and lower ﬂ.vera.%e cost per unit of eleciricity con-
sumed. DBecanse of thin lowsr unit cost, coneumption of
electricity hos increased more than js reflected In ewrrent-
dollar data. In the 1947-55 peried the average number of
Idlowsatt hours n=ed per residentisl customer rose 31 peresnt
while the sverage ammual bill incrensed from §44.43 o
£72.83 or 63 percemt. This means that the cost per kilowait
horr need daclined 15 percent, although che prices of electricity,
n component of the Buarean of Labor Statistics Consumer
Price Index, increased about 7 percent over this period.
'The decrease in cost in spite of the increase in price reflacts
mainly the fact that, within specified limits, a5 more slec-
tricity is used per customer the unit cost declines.
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- Consumption of pas has similsrly shovwn notable expansion.
The increase of 32 pergent in the number ol residential gos
customers betwesn 1947 and 1955 was ficetm by &
rige of about 88 persent in the aversge amount of gas used
per etstomer and xn incrense of 8 parcent in the unit coat of

consutned. The rise in gus consumption per customer s
srgely due to the increase in the number of homes which use
%h“ for house heating. Since 1949 the number HSII;E gas for
is purpess has more than deubled. The growth m tha
share of the market for hoose heating which iz met by gas

* has sdded te the totel of service expenditures ns compared

with the comnodity total.

Expenditures for telephone service more than douhled in
the 194755 period, while the percentage of households hav-
ing telephones grew from 55 percent to more than 70 percent.
Local telephone service, which represents the bulk of con-
sumer e:'r:gendituras for telephona service, has increased more
in price than cleciricity or gas.

Lout $3 hillion iz currently spent for bousebold help,
ineluding the velve of food furnished in kind. Expenditures
in 1955 were only 85 percent more than in 1928 and 35 per-
cent mors than in 1947, TUse of domestic sarvice, as indicated
by employment data, daclined by more than one-fourth from
1929 e 1955, and in the latter year was oaly slightly higher
then in 1945 or 1947; howewer, 1t atill represented one-fourth
of all persons em in the service industries proper.

mestic servanis expericnced 2 smaller increase in avernge
pa‘i;' during thess periods than employees in other service
ndustries.

About 11 percent of housshold operation services is som-
posed of a group of miseellaneous itemes inelnding the repair
of household goods, postage and express charges, fire and
theft insurance, and moving expenses snd  warehousing,
Theas items have shown notable growth sinee hoth 1920 &
1947 with the repair of household items, which anounted to
nearly $600 million in 19285, accounting Tor most of the riss.

Medical care

Parepactive on nal expenditures for medical care
gervice 1s enhanced by considenng them in the fremewoic of
tha Nation’s totz]l medical care expenditures, including both
gervices and commodities,

It i estimated that, aside from construction costs spd e
penditures by industry, about $14 billion wwas spent from.
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public and private funds for health and medical care supplied
the civilian population in 1054, Of thiz amount consumer
expenditures represented about 76 percent and Government
expenditures 24 percant. Tha Government portion—eovar-
ing Fadersl, State and local ditaures, ineclusive of vet-
erans, maternnl and ¢hild health.care, and resenrch—~had
grown from 12 percont w1929 and 19 percent in 1947,

Services accounted for $5.4 billion of the 310.6 billion
spent by consumers in 1954 for medicel core.  Of total con-
SUmLeT e?em:ﬁtuma in this ares, privaiely comirolled hos-
pitals and physicians’ services comprised 54 percent; admin-
istrative and other net costs of medicul care and insumnne;
inecluding secident and Lealth insurance, 10 percent: dentists
services, 3 percent; ond other professional services, 6 percent.
Commodities accounted for the 5 21 percent. 'The
sarwite total describad here differs from that shoan in fabla 1
for 1954 in that it does rot include $1.2 billion for funeral and
burigl expenses.

Expenditures for physicians’ serviees tripled and those for
dentists’ services doubled from 1929 to 1054, with something
under half of the inorease in each case oconrring after 1647,
Both the overal] inerease and the postwar inerease in phyrsi-
cinos' services differed but Little from the percentage change
in total coneumaer expenditures, while the advances in ax-
penditures for dental services were much smaller in each
period.  The series on expendifures for physicians’ sexvices
corrently reprassnts approximately nine-tenths, and that for
dentists nearly oll, of the total gross income received by
physicians or Jentists from independent prastice.

Tha Canzus of Population reported a 5ec]iue in the num-
bers of deetars and dentists in independent practice between,
194¢ pnnd 1250, although the number  salsried work and
the totsl numbers ineransed. )

Total operabing eta:ﬁenaes of all kospitals, as reported by
the Ameriesn Hospital Association, amounted to $5.2 billion
for the yvear ending September 30, 1954, with the total aboul.
equally divided between governmental (including malitary)
hospitals and nongovernmental hozpitals; only the latter are
included in personal consumption expenditures.

Privately contrelled hospitels, which have 30 percent of
the total bBed capacily, srve for the mast pari nonprofit and
are principally devoted to the care of illnesses requiring
ghort-torm hospatelization. Long-term care, such a3 is ra-
quired for nervouz and mental casez, and tuberenlosis, is
provided mainly by Government hospitals.

Data on nal consumption expenditures for privately
eontrolled hospitals and snitarivms measnure the sum of the
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operating expenses (including depreciation) of non b
hnspitulsgﬂnd paymants by pnnﬁent.spm proprietary hospitals:
they differ little irom operating expenses (including depre-
ciation) of all private hospitals.

The hospital care item has shown one of the stronpest
trends among 'all the large items of consumer expenditures.
It bag increased more than &ny of the other mediesl cave
services since 1929, nnd‘:iy 1954 was 600 pereent above 1529
and double the 1947 level,

Patisnt income (including amounts paid by insurance

- plans) agualed 94 percent of the income of nonprofit short-

term generel and special hospitals in 1954—the remainder
coming from gifte and bequests, and from grants, including
Gavermment psyments.

The rumber of admissions 1o nonprofit short-term general
and special hogpitals inereaged from 10.9 million in Y947 to
12.6 million in 1954 and the averaga length of stay declinad
from R.1 to 7.5 days. The expanss per patient day rose
93 percent and reac neariy %23 in 1954 as compared o
almost, $12 in 1947. However, becouse the nverage length
of stay had declined, the expenditurs per peatient ste
showad less of an incresse—79 percent. During this period,
a constantly rising percentage of hospital bills were met by
meEnrange. -

Personal consumption expenditures for medical care and
desih expanses include the net costs of mediosl care insurence,
ag messured by the excess of insuranes premiyrs paid over
the total benafits received by the insured, This oxcess
reprosents mainly the administrative costs of the insurance
programs and eovers some sarvices rendered by physicians
m prepayment madical service plans. It eovers voluntary
}mvntae maurance agninst medical enre oosts and income
use due to illness provided by commercial plans, Blue Cross,
Elue Shield, end other nonprofit plans, and private group
clinics with prepayment plans. Total subscription chs.:ges
or prentiums earned amounted to $3.5 hillion, while benelits
gmd reached $2.8 billion in 1954. Of the benafita $2.2

illion were for medicel sara {ahowt two-thirds for lespitals
and one-third for physicians’ services) and $0.6 hillion for
ngoma loss. 1 is estimated that m 1954 slightly less than
half of hospital receipts from patients and about one-guarter
of physicians’ receipts from patienis wers covered by
Insuranca.

Medical eare insurancs has expanded greatly in the post-
war years, and the net claims eeries represents one o? the
mast rapidly rising eompenents of paizonal consumption
expendituras.

Table 2.—Postwar Growth of Persomal Consumpiion Expenditares for Sexviced, Ty Major Sounreey
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Personal business

The personal business group merénsed mora between 1947
and 1955 than other major servica group. Cobversely,
betwesn 1929 and 1947 the g;roup Led increased less than
any other Eoup except the foreign eravel item, which de-
clined. Although during the sarlier period the group total
wes affected by the drastic drop in broksrage charges from
the 1920 level of $1.7 billion, even when brokerage charges
ara excluded the group increesed less than all ofhers except
hotsing,

Almaost 75 percent of the uE in 1954 was comprisad of
interest on parsonal debt ($3 billion), services furnished
without paymené by financial intermediaries, except life
insurance companiaz ($2.9 bilion), and the expensa of
hendling life insurance ($2.6 billion), The remainder was
made up of lagal services (81 hillion), brolzarage and
interest and investment counseling ($).6 billion), bank serv-
ige charges, trust services, snd zefe depusii box remial
(80.5 billion), and & misceilanecus grovp (50.7 bilion}.
The latter item melodes net paymenta to labor. unions,
employment ngency fees, payments tc essional associa-
tions, money order feea, slassifiad advertizemsnts, ete.

Interest on persomal debt, which represenis nonmorigsge
interest, more than wipled between 1947 and 1954, a period
of considerable expansion in consumer credii, and in

sharply in 1955, Almost 95 pereent of the mierest item is
currently composed of interest on installment credit held br
E el mstitutions and automobile declers, snd ainels
paynent lowns.

The expense of handling life insurance incressed by approx-
imntely 25 pervent from 1929 to 1945 and by 136 psreent
from 1945 6 1954. Dhuring the enfire peniod the doller value

" of life insurance in force more than fripled—almost four-
fifths of the increase sccwring after 1845, Operating ex-
ponses were slee affected by the rise in general price and
galary levels, and by the increase in new YLusiness, which
involves commissions and other special costs. Sales of life
insurance by United States componies renched almost $52
billion in 1954 as compared to less than §16 billion in 1945
and almost $18 billion m 1929,

The expenees of banlts and savings inatitutions in providin
services, with or without explicit rharges, to individu
depositors increased B0 percent between 1947 and 1054 and
accounted for abeut 30 percent of the personal business
group in the latier year. licit zarvice and other charges
nccount for a larger part of this total than in 1929,

Expenditures for personal legsi services inareased by more
than 150 percent in tha 1920-54 perind, almost three-fifths
of the riso having occurred after [947. Like service expeadi-
tures as a whole, they have increased less thun disposable
meome or totil consumer expenditures since 1929, buf more
gince 1047,

Transportation

The eﬂn;‘pusitiun of service expenditures in the transpors
tation field has chan markedly over the past quarter
contury, S8 BArvices tecd to the operation of sutomobiles
have outstrippad passenger fares on public carviers. In
1954, consumer expanditures for automobile sarvicing, repair,
and poairking, automobile ivsurance { iums minne claims?,
and tolls reached nn estimated §4 hillion, an amount almost
4% times that spent In 1929 and almest two-thirds proater
then in 1947. The axpenditure for these services in 1954 was
onc-fourth move than individual consvmers spent on all
purchased locdal and intereity transportation. In 1929, in
contreat, consumers spent fouc-fifths more for purchosed
transportation than for these services,

Muy 1054

Dollar conswmer cutlay for purchased intercity transpor-
tation amounted to 31.1 billion in 1064, somewhat more
double 1929 Expenditures for rairoad transportetion
{excluding commutation) and eleeping and parlor cars had
inereased only 5 percent gver this quarter cantury, while
those for ah‘ﬁ‘;:\e travel, which was in its infaney in 1828,
and for bus trapeportation had risen very sharply.

Since the World War IT pericd—when, wi lina ra-
tioning in effect, expenditires for sl! forma of local and inter-
city transportation except railway sommutation resched un-
precedented amoontz-—expenditures for railvoad travel have
fHuctuated, but remsined mnt.iuua.lll}; below wartime levels,
From 1952 to 1954 expenditures both for railroad trawval and
for bus fares (which uniil that time had beld fairly elnse to
the wartime peek) dedined conmiderably. Preliminary esci-
metes indicate that expenditures for bus transporfation con-
tioned the downward trend in 1955, bot those for reilroad
tronsportation rose slightly. Comparshle data for airlines
show rapid inereases from year to year throughout the posé-
war periond,

Becayse of differential price movements, es in tha
type of gorrier used for purchased intercity trevel ars even
myore striking when viewed in ferma of revenus pessenger-
miles, which are shown in the accompsnying chart. It
ghould he pointed out that tha dats charted pertain to total
passengar-miles, incleding business and Government as well
2 consumer travel. Betwesn 1047 sand 1055 revenue pae-
genger-ntiles of ascheduled girlings ineressed 220 percent.
Comparable fizures for railroad cosch travel (excludin
commulation} show b decling of 27 %ercmt, fer parlor nn
sleeping cars of 47 percent, und for buses no estimsted 54
percent, Much of the greswth in airline passenger-miles in
thig periad has beem in the air cesch service, which in 1055
secounted for more than one-third of the industry total.

Expenditures for purchasad local transportation continued
to rige in the immediate postwar period and have shown little
change in the last several vears, Rallway commutation
revenies have ineressed markedly throughout this period
while pasae revenues of taxicahs and streal and slepirie
railways and logal buses have boen relatively siable. The
number of revenuc passangers of street and electrie railways
and local buses declined by about one-Ealf between 1947 and
1858, while the avernge cosh fare rose by 30 percant. Taxi-
cobs have experienced a smaller desline in the number of

=, and this has been offset jn their revenues by
longer trips and inerensed rates.

Recreation

Expenditures {or recreationsl services incressed sharply
during and immediataly after Wordd War II but since have
oxperienced a lesa-than-aversge growtbh, The ieerention
group in table 1 is somewhet nacrewly defined in that it does
not include smounts spemt for vncalion iravel or certain
other iterns which ara often considered as recrestion expendi-
tures but here are classified alsewhers.

. The relatively small incrense in recreation expenditures
ginge 1947 has heen due mainly te the postwar decline in
matioe picture theater admissions, which are the largest
single service item in the 1tﬁl‘c«up. Recrention services ex-
cleding motion picture thesfers rose more them total
consumption expenditures batween 1947 and 1955 vadio
and television repair were particularly importont in this
movemernt.,

Bhifis in consumer demand within the recreation wren are
indi¢ated in the expenditure data. Motion picture theater
admissions Teached a peak of $1.7 billion in 1944, smoet 28
times the amount spent in 1929. A stesdy deeline tlro
1953 followoed by e rvize In 1954 and 1950 had redueced ghase
expenditures olmost 25 percent. The decline in motion
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* picture attendonce sinca 1346 waz greater than the drop in
box office receipis, sinee the index of sdmission prices h
vigan 30 pereent by 1055, Combined sdmissions to legiti-
mate theaters, operns, and concerts, and entertainments of
nonprofis institutions bave increased moderntely in postwar
Fears.

Consumer Expenditures for Selected
Recreational Services
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The detn indicate that between 1929 and 1947 there was a
growing prefecence for spectator sports, particularly baspball,
professional foothail, and horse and ciug racing. By 1947,
the amount spant for admissions to these amuscments,
together with professional hockey, college foothall, and other
gmateur spactator sports, was more than wiple that in 1329,
Since 1047, ¢n the other i]a.nd, these expenditures have hecn
rather stable in dollar terms. Major lasgue basehball
attendancs, which had more than doubled between 1929 and
1948 when it reached 21% million, declined by che-third in
the 104853 period. In the last 2 years thiz downward
trangd was reversed and in 19855 attendance recovered to 16.6
miflion. Miner league attendance, numbering 19 million
in 1655, hos shown a continual deelme from a high point of
42 million in 1949, when almast twice as many Izagues were
crpﬂmin% Professional football niétendance, aleo affceted
Ly o decline in the number of teams, drophed zubstantially
between 1947 und 19850, but has since improved annually,

Pari-musuel net receipts—ihe amount of revenue reiained
by the States and fincks from pac-mubue] in
smounted to more than %425 million in 1955 and have n-
creased mora sinca 1928 than any other recreation ifom.  As
more States hinve legalized raeing and pari-mutuel betting,
an increasing number have levied pari-routacl taxes, The
number now stands ot 24, bering doubled in the last 20
yomrs, The amouni wagered has not inereased as much
l}lmpurtiunn.telsr nz the net receipte from these operations,

he percen “ake” has been gradually increased by the
lewying of higher taxes and by raising the smounts to which
breakage is calenlated. In 1955 admissicos to horse racing
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eventa numbered about 38.5 million snd approximately
#3 & billion was wagered through pari-muivel michines—a
billion doffors more than in 1949, Of the total amount
wagared through the mnchines in 1955, 80 percent was
placad at thoroughbred tracks, 18 percent at harness tracles
and 2 percent at county and Stnfe fnirs,

Espenditures for commercisl participant apuscments,
i. e., at bowling alleys, billiard parlors, amusement devices
and parks, riding, skating, and swimming places, and the
like, doubled from 1929 o 1047 snd, unliks admisaions
reccipts from most spectator sports, nve estimated to have
shown a steady increase since that time.

Private eduration and rqaseun:h

Expenditures for private edvcetion and research in 1954
wers almost 4 times these of 1929; of the incrense about 85
porcent opeurved after 1945, Cwrpent expenditures by pri-
vate elementary and secondary schools by 1954 were move
then 3 times, and by privaie nstitutions of higher edueation
2Y times, a5 largs as in 1945,

Expenditures by private institutions represent about ene-

fifth of tatel public and private school sxpenditurez—about

12 percent at the elementary snd secondsry level and 44
percent st the college level. Tha private ngher education
zector has shown less growth since 1929, and particularly in
the postwar peried, t the public sector. On ibe other
hmu:{: ot the eleznentary and secondary levels private schoo)
expenditures have inereased somewhot more than those of
public schools. -

Enrollments in gprivate elementay and secondary schools
incrensed from 2.9 million in the 19¢5—46 school year to 4.3
million in 1954-53. Over nine-tenths of these snrellments
are in church affilizted schools. Approximately one-aighth
of all pupils were eruolled in nonpublic sehools in 1854-535,
as compared with one-ninth in 1945-46 and one-eleventh in
1380 and 1940, - An jocrense of about one-fifth in total
Epubli{s and private) elementary and aamnda? enrollment
rom 1954-55 to 135060 has besn projected by the Office
of Education.

The 1.2 million students enrolled in private ipstitutions of
higher education in the I954-35 school yentr represent an

.increase from 0.8 million in 104548, The 44 percent of total

higher sducation enrollment in private insiitutions during

the last school year compared with 50 percent in 1945-46.

An increase of nesrly one-fourth in tetal higher sducation

amrollments has been projected by 1960 bus, if the trend

toward a rising proportion in publicly eontrolled institutions

Eanitinuas, the 11se in perivate institutions wonld, of course,
e lass.

Privotely controlled institutions of higher education have
traditionally depended mamiy on income from student fors,
endowments, and private gifts and grante.  In 1051-52, the
latest school year for which such dats are nvailabls, 47 per-
eent of edueationa] and general income of these institutions
was obtained from student fees, including 10 percent from
veterans’ tuition and fees paid by the Feﬁernl Feriment.
An additicon] 16 percent received from the Federal Govern-
ment was mauinly for research,  Endowment eatnings supplied
11 paveent, private benefoctions 14 percent, and State and
local govarnments 4 pereent. Thoe remainder came from salos
and serviees of instructional departments and organized
activitics, sud incidental sources.

The percentage received from student fees had declined

_from 53 percent m 1939-40. Greater relative declines in the

Eerc;mtu received from ¢ndowients and gifts hed occurred
uring these years, On the other hand, the percontage re-
reived from the Federal Government hael growtl from less than
1 percent in the ervlier period,
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In eddition to expenditures of almeost 2 billion in 1954
by private schools of the types discussed cbove, more than
600 -million was paid in fees to commercial, trade, and cor-
rmlmndaqce schools, and to teachers of dancing, music
and the like, or spent by foundations for education and re-
search. The tot.uﬂ for these items has almost donbled sines
'11;94?' the greatest growth having occurred in the foundation
itam.

Religious and welfare activiries

Current operating expenditures of religions hodies and
private social welfare agencies are estimaied at 3.4 billion
i 10567 they have risen less sinee 1929 but more since 1947
than fotal consumption, The largest portion of these
axpenditures consistz of the costs of religious orgamzations
for the operstion and mamtenance of Ehumhes, includn
the salaries of ministers, jonitors, secretaries, nod other pal

Moy 1856

?e[wnna], and for tha operstion of home and forelgn missions.
t1s estimated that religious organizaticas employ shout cne-
quartst million persons (computed on a full-time equivalsnt
Lasis) and pay clese to $1 billion in wages and salaries.

Volunsary welfare agencies play & significent part in the
over-nll social walfare i::‘r;ﬁurﬁ«!]b Most expenditures in this
ares are niada by organizations which are loenl in character,
such g8 community chest agencies, Qutlays by the Ameri-
ean Nationsl Red Cross, the larzast of the voluntary national
0 izations, and the waripus foreign relief agencies,
while still substantial, consiituted » lnrger share of the total
during and immedintely after World War II thaw more
racently.

Both m]iﬁit}us and welfare agencies, unlike nonprofit,
hospitals and educational nstitutions, arve su&ported rinei-

by individuals’ contributions, rather than payments

in t\%lrt'. form of fees, :

Nasional Income and Product—d Review of the First Quarter

{Continued from 5. 8)

workers in_the durabie goods indushies. The latier was
due primarily to the reduction in sutomobile sutput. Further
sdvences in the primy metals and nonelectrical ma-
chinery indestries offset a sizable part of this decling;

in the other hard goods industiies were amall.
Movements were also small in the nondurables industries,
with increnses and decreases about squally prevalent.

In total, there was little change in manufacturing employ-
maent from the fourth quarter to the first. The length of tha
workweek was reduced, although hows io seme key in-
dustries remained at their advanced fourth guarfer levels,
eid the overnii average still reflected o considerable amount
of overtime work. Avernge hourly eprnings continued to
edge upward,

varnment lis reflected a further moderate increase
in State and ] payments for both school and nenscheei
purposes.  Federal payrolls remained stahla.
Little change in proprietors’ income

Total proprietors’ and rental income remained sih-
stantially unchanged in the opening querier of the year,
with offsetting movements in the prmeipel zomponents.
Businese and professional income ancregsed fractionzlly,
rizing to & §28 hillion sunual rate, $1X% billion higher than
in the first quarter of 1955 This increase hss {o a large
extent mirrored the rise in retail sales activity. '

The net income of farm proprietors was lower than & year
ago. Ineome in this sector shown & temporney risg in tha
fourih cEmrter that was due largely to the fnet that cobbon
wasmarketed later thonusuallast yesr. Thisrisewasreversad
in the first guarter as the totsi volume of marketings dropped
to 6 more normal rate. Prices of fmm products edged up-
ward in the opehing 3 nionths of the year, but for the Arat
quarter aa & whole averaged about the same os in the fourth,

The rize in transfer peyments reflected continuing in-
cresses under the GASI anel Kerean war vetersns’ programs,
and pn advanee in State unemployment compensation pay-

ments. The incrense in the latter was in part due to the cut-

bacits in the automotive and veloted indusiries. The effect
of the rige in transfer payments ou the persona! income How
wns porily offset by increased contributions for social insue-

“thirds of the 1954-55 inerease.

ance, ‘These reflect the imitial peyments under the cxtended -
OAS] coverage, enacted last year, for sclf-employed persons.

Uptrend in profits

Corporate profits daia for the final gquarter of Inst year
have niow become availabla. They show a eontinued advancs
in ling with tke increased pace of business activity in that
period. In partienlar, there was a marked rise in net ineome
of manufacturing corporations; the ralative gnin for non-
manufacturing indusiry wes more modcrate.

Aftar adjustment for inventory gains sud losses, bafore-tax
profits in the fourth guarter of 19565 approschad a seasonally
odjustad annea) rate of 344 billisn.  For last yenr as o whols,
the total wag elose to 342 hillion, a rize of nesrly one-foarth
{rom, 1954 in this volatile segment ¢f income, In ths 195354

eriod the flow of profits was eut from moere than $40 billion
in tha second gquerter of the former year to 33 billion in
the lowest guarters of 1954,

Bince coTporate inveniory goods generally rose in price
during 1955, book profits measured inclusive of inventory
gains moved vwpward somewhat more rapidly than did the
profite adjusted for thie faetor, repistering a gain of close to
30 percent from 1254 to LD55. ter-tax profits showed a
similar percentnge advance to approach $22 billion last year.

While nearly all major industrial divisions recorded hipher
profita in 1955, the industry patitern of the expansiom re-
Pzetad in particwdar the recovery and growth of sctivity in
marnufecthring, which is q;‘edﬂmim.nﬂj' corporate in stime-
ture. This division, which accounted for about helf of all
before-tax profits in 1954, contributed approximately two-
] Both the nondurable and-
the durable goods indusivies shared in the Increase; the
duarables, which are cbaroeteristically the move volotile in
tarms of profite, showed the higher rate of rise.

Among the other industry divisions, fronsportation and
mining in particular showed pronounced gnine from 1954
to 1955. osa ware the industiies whicl, with mazufae-
turing, had been mest affected by the 1053-54 business
vendjustment. Smedler percentage wlvances sre indicated
for public utilities and finanee divisions and for reost
other branches of nonmanufaeturing induvstry.



